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Primary Location of Books and Records

(City or Town, State and Zip Code)
1231 East Beltline NE

Grand Rapids, Ml 49525-4501

(Street and Number)
616-464-8235

(City or Town, State and Zip Code)

Internet Website Address

(Area Code) (Telephone Number)

www.priority-health.com

Statutory Statement Contact Malcolm Hall

616-464-8235

(Name)
malcolm.hall@priority-health.com

(Area Code) (Telephone Number) (Extension)

616-942-7916
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

EXHIBIT 2 - ACCIDENT AND HEALTH PREMIUMS DUE AND UNPAID

6 7

Name of Debtor 1-30 Days 31 - 60 Days 61 - 90 Days Over 90 Days Nonadmitted Admitted
0199999 Total individuals
Group subscribers:
M1 PUBLIC SCHOOL EMPLOYEES RET 1,607,460 43,609 0 0 0 1,651,069
0299997 Group subscriber subtotal 1,607,460 43,609 0 0 0 1,651,069
0299998 Premiums due and unpaid not individually listed 2,968,039 | 549,970 0 0 0 3,474,400
0299999 Total group 457549 | 593,579 0 0 0 5,125,469
0399999 Premiums due and unpaid from Medicare entities
0499999 Premiums due and unpaid from Medicaid entities
0599999 Accident and health premiums due and unpaid (Page 2, Line 12) 4,575,499 593,579 0 0 0 5,125,469
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

EXHIBIT 3 - HEALTH CARE RECEIVABLES

1 5 6 7
Name of Debtor 1-30 Days 31 - 60 Days 61 - 90 Days Over 90 Days Nonadmitted Admitted

Individually Listed Receivables:
Express Scripts 1,234,423 1,194,245 1,182,581 1,99%678 1,99%678 . 3,611,249
Aesthesia Medical Consultants 0 726,000 726,000 0

0199998 - Aggregate of amounts not individually listed above. 2,184 85 89,488 89,488 2,269

0199999 - 1,234,423 1,196,429 1,182,666 2,811,166 2811166 1 . 3,613,518

0799999 Gross health care receivables 1,234,423 1,196,429 1,182,666 2,811,166 2,811,166 3,613,518
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

EXHIBIT 4 — CLAIMS UNPAID AND INCENTIVE POOL, WITHHOLD AND BONUS (Reported and Unreported)

Aging Analysis of Unpaid Claims

1 2 3 4 5 6 7
Account 1 - 30 Days 31 - 60 Days 61 - 90 Days 91 - 120 Days Over 120 Days Total

Claims Unpaid (Reported)

0199999 Individually listed claims unpaid 0 0 0 0 0 0
0299999 Aggregate accounts not individually listed-uncovered 1,868,373 1,868,373
0399999 Aggregate accounts not individually listed-covered 14,644,644 14,644,644
0499999 Subtotals 16,513,017 0 0 0 0 16,513,017
0599999 Unreported claims and other claim reserves 55,048,752
0699999 Total amounts withheld 821,818
0799999 Total claims unpaid 72,383,587
0899999 Accrued medical incentive pool and bonus amounts 35,588,611
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

EXHIBIT 5 - AMOUNTS DUE FROM PARENT, SUBSIDIARIES AND AFFILIATES

Admitted
7 8
Name of Affiliate 1 - 30 Days 31 - 60 Days 61 - 90 Days Over 90 Days Nonadmitted Current Non-Current

Individually Listed Receivables:

Priority Health Managed Benefits 337,653 337,653

0199999 Individually listed receivables 337,653 337,653

0299999 Receivables not individually listed

0399999 Total gross amounts receivable 337,653 337,653




ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

EXHIBIT 6 - AMOUNTS DUE TO PARENT, SUBSIDIARIES AND AFFILIATES

4 5
Affiliate Description Amount Current Non-Current
Priority Health Managed Benefits Trade / Management Fee 2,982,703 | 2,982,703
Spectrum Hospital Risk Share 1,927,231 1,927,231
0199999 Individually listed payables 4,909,934 | 490994 0
0299999 Payables not individually listed 54,725 54,725
0399999 Total gross payables 4,964,659 4,964,659

44




ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

EXHIBIT 7 PART 1- SUMMARY OF TRANSACTIONS WITH PROVIDERS

5 6
Direct Medical Column 1 Total Column 3 Column 1 Column 1
Expense asa% Members asa% Expenses Paid to Expenses Paid to
Payment Method Payment of Total Covered of Total Affiliated Providers Non-Affiliated Providers
Capitation Payments:
1. Medical groups 51,480,789 6.5 0.0 51,480,789
2. Intermediaries 0 0.0 0.0
3. All other providers 170,169,636 21.4 0.0 170,169,636
4. Total capitation payments 221,650,425 27.8 0.0 b 221,650,425 0
Other Payments:
5. Fee-for-service 47,962,505 6.0 XXX XXX 47,962,505
6. Contractual fee payments 0 0.0 XXX XXX
7. Bonus/withhold arrangements - fee-for-service 0 0.0 XXX XXX
8. Bonus/withhold arrangements - contractual fee payments 527,215,909 66.2 XXX XXX 527,215,909
9. Non-contingent salaries 0 0.0 XXX XXX
10. Aggregate cost arrangements 0 0.0 XXX XXX
11.  All other payments 0 0.0 XXX XXX
12. Total other payments 575,178,414 72.2 XXX XXX 527,215,909 47,962,505
13. TOTAL (Line 4 plus Line 12) 796,828,839 100 % XXX XXX 748,866,334 47,962,505

EXHIBIT 7 - PART 2 - SUMMARY OF TRANSACTIONS WITH INTERMEDIARIES

€e

1 5 6
Average Intermediary's
Monthly Intermediary's Authorized
NAIC Code Name of Intermediary Capitation Paid Capitation Total Adjusted Capital Control Level RBC
9999999 Totals XXX XXX XXX
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

EXHIBIT 8 — FURNITURE, EQUIPMENT AND SUPPLIES OWNED

4 5 6
Accumulated Book Value Less Assets Not

Description Cost Improvements Depreciation Encumbrances Admitted Net Admitted Assets
. Administrative furniture and equipment 4,239,144 4,231,358 7,786 7,786 0
. Medical furniture, equipment and fixtures
. Pharmaceuticals and surgical supplies
. Durable medical equipment
._Other property and equipment 7,337,285 7,216,029 121,256 121,256 0
. Total 11,576,429 11,447,387 129,042 129,042 0
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

EXHIBIT OF PREMIUMS, ENROLLMENT AND UTILIZATION (a)

REPORT FOR: 1. CORPORATION Priority Health
(LOCATION)
NAIC Group Code 3383 BUSINESS IN THE STATE OF Michigan DURING THE YEAR 2004 NAIC Company Code 95561
Comprehensive
1 (Hospital & Medical) 4 5 6 7 8 9 10 1 12 13
? ’ Federal
Employees
Medicare Vision Dental Health Benefit Title XVIII Title XIX Stop Disability Long-Term
Total Individual Group Supplement Only Only Plan Medicare Medicaid Loss Income Care Other
Total Members at end of:

1. Prior Year 335,480 786 334,694

2 First Quarter 354,266 792 353,474

3 Second Quarter 356,090 855 355,235

4. Third Quarter 358,953 852 358,101

5. Current Year 363,563 862 362,701

6 Current Year Member Months 4,283,334 10,045 4,273,289

Total Member Ambulatory Encounters for Year:

7. Physician 2,368,822 | ... 5,555 | ... 2,363,267

8. Non-Physician 64,233 151 64,082

9. Total 2,433,055 5,706 2,427,349 0 0 0 0 0 0 0 0 0 0
10. Hospital Patient Days Incurred 74,365 174 74,191
11. Number of Inpatient Admissions 19,794 46 19,748
12. Health Premiums Written.______ ] 939,283,100 |....... 2,842,226 | ... 936,440,874
13.  Life Premiums Direct 0
14. Property/Casualty Premiums Written 0
15. Health PremiumsEarmed [ 936,875,019 |....... 2,834,940 | ... 934,040,079
16. Property/Casualty Premiums Earned 0
17. Amount Paid for Provision of Health Care Services .| 796,828,839 |......_.. 3,361,221 |..... 793,444,806 22,812
18.  Amount Incurred for Provision of Health Care Services 799,539,130 3,372,071 796,161,929 5,130

(a) For health business: number of persons insured under PPO managed care products and number of persons under indemnity only products
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

EXHIBIT OF PREMIUMS, ENROLLMENT AND UTILIZATION (a)

REPORT FOR: 1. CORPORATION Priority Health
(LOCATION)
NAIC Group Code 3383 BUSINESS IN THE STATE OF Consolidated DURING THE YEAR 2004 NAIC Company Code 95561
Comprehensive
1 (Hospital & Medical) 4 5 6 7 8 9 10 1 12 13
? ’ Federal
Employees
Medicare Vision Dental Health Benefit Title XVIII Title XIX Stop Disability Long-Term
Total Individual Group Supplement Only Only Plan Medicare Medicaid Loss Income Care Other
Total Members at end of:
1. Prior Year 335,480 786 334,694 0 0 0 0 0 0 0 0 0 0
2 First Quarter 354,266 792 353,474 0 0 0 0 0 0 0 0 0 0
3 Second Quarter 356,090 855 355,235 0 0 0 0 0 0 0 0 0 0
4. Third Quarter 358,953 852 358,101 0 0 0 0 0 0 0 0 0 0
5. Current Year 363,563 862 362,701 0 0 0 0 0 0 0 0 0 0
6 Current Year Member Months 4,283,334 10,045 4,273,289 0 0 0 0 0 0 0 0 0 0
Total Member Ambulatory Encounters for Year:
7. Physician 2,368,822 | ... 5,555 | ... 2,363,267 0 0 0 0 0 0 0 0 0 0
8. Non-Physician 64,233 151 64,082 0 0 0 0 0 0 0 0 0 0
9. Total 2,433,055 5,706 2,427,349 0 0 0 0 0 0 0 0 0 0
10. Hospital Patient Days Incurred 74,365 174 74,191 0 0 0 0 0 0 0 0 0 0
11. Number of Inpatient Admissions 19,794 46 19,748 0 0 0 0 0 0 0 0 0 0
12. Health Premiums Written..._._._.______ . 939,283,100 |......_.. 2,842,226 | 936,440,874 0 0 0 0 0 0 0 0 0 0
13. Life Premiums Direct 0 0 0 0 0 0 0 0 0 0 0 0 0
14. Property/Casualty Premiums Written 0 0 0 0 0 0 0 0 0 0 0 0 0
15. Health PremiumsEarmed [ 936,875,019 |....... 2,834,940 | ... 934,040,079 0 0 0 0 0 0 0 0 0 0
16. Property/Casualty Premiums Earned 0 0 0 0 0 0 0 0 0 0 0 0 0
17. Amount Paid for Provision of Health Care Services ... | .. 796,828,839 | ... 3,361,221 ... 793,444,806 0 0 0 0 0 22,812 0 0 0 0
18. Amount Incurred for Provision of Health Care Services 799,539,130 3,372,071 796,161,929 0 0 0 0 0 5,130 0 0 0 0
(a) For health business: number of persons insured under PPO managed care products 0 and number of persons under indemnity only products 0
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. Book value/recorded investment excluding accrued interes

ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE A - VERIFICATION BETWEEN YEARS

. Book/adjusted carrying value, December 31, prior year (prior year statement) 554,388
Increase (decrease) by adjustment:
2.1 Totals, Part 1, Column 11 (150,264)
2.2 Totals, Part 3, Column 7 0

Cost of acquired, (Totals, Part 2, Column 6, net of encumbrances (Column 7) and net of additions and permanent improvements (Column 9)
Cost of additions and permanent improvements:

4.1 Totals, Part 1, Column 14. 0
4.2 Totals, Part 3, Column 9 0
Total profit (loss) on sales, Part 3, Column 14 0
Increase (decrease) by foreign exchange adjustment:

6.1 Totals, Part 1, Column 12 0
6.2 Totals, Part 3, Column 8 0
Amounts received on sales, Part 3, Column 11 and Part 1, Column 13 0
Book/adjusted carrying value at end of current period 404,124
Total valuation allowance

Subtotal (Lines 8 plus 9) 404,124
Total nonadmitted amounts 181,856
Statement value, current period (Page 2, real estate lines, Net Admitted Assets column) . 222,268

SCHEDULE B - VERIFICATION BETWEEN YEARS

Amount loaned during year:
2.1 Actual cost at time of acquisitions

2.2 Additional investment made after acquisitons Il W QYW B 0
Accrual of discount and mortgage interest points and commitment fees

Increase (decrease) by adjustment

Total profit (loss) on sale

Amounts paid on account or in full during the year

Amortization of premium

Increase (decrease) by foreign exchange adjustment

Book value/recorded investment excluding accrued interest on mortgages owned at end of current period 0
Total valuation allowance

Subtotal (Lines 9 plus 10) 0
Total nonadmitted amounts

Statement value of mortgages owned at end of current period (Page 2, mortgage lines, Net Admitted Assets column) 0

SCHEDULE BA - VERIFICATION BETWEEN YEARS

. Book/adjusted carrying value of long-term invested assets owned, December 31 of prior year 5,194,341
Cost of acquisitions during year:
2.1 Actual cost at time of acquisitions 7,800,000
2.2 Additional investment made after acquisitions 3,000,000 10,800,000

Accrual of discount

Increase (decrease) by adjustment (776,965)

Total profit (loss) on sale

Amounts paid on account or in full during the year

Amortization of premium

Increase (decrease) by foreign exchange adjustment

Book/adjusted carrying value of long-term invested assets at end of current period 15,217,376

Total valuation allowance

Subtotal (Lines 9 plus 10) 15,217,376
Total nonadmitted amounts

Statement value of long-term invested assets at end of current period (Page 2, Line 7, Column 3) 15,217,376

31



ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE D - PART 1A - SECTION 1

Quality and Maturity Distribution of All Bonds Owned December 31, at Book/Adjusted Carrying Values by Major Types of Issues and NAIC Designations
6 7

(4

1 2 3 4 5 8 9 10 11
Over 1 Year Through |Over 5 Years Through Over 10 Years Total from Col. 6 % From Col. 7 Total Publicly Total Privately Placed
Quality Rating per the NAIC Designation 1 Year or Less 5 Years 10 Years Through 20 Years Over 20 Years Total Current Year Prior Year Prior Year Traded (a)

1. U.S. Governments, Schedules D & DA (Group 1)

1.1 Class 1 60,980,541 | 19,406,593 | . 3,202,287 448,885 86,965 33.2 62,363,094 53.7 84,125,271

1.2 Class 2 0 0 0 0 0 0.0 0 0.0 0

1.3 Class 3 0.0 0 0.0

1.4 Class 4 0.0 0 0.0

1.5 Class 5 0.0 0 0.0

1.6 Class 6 0.0 0 0.0

1.7 Totals 60,980,541 19,406,593 3,202,287 448,885 86,965 33.2 62,363,094 53.7 84,125,271 0
2. All Other Governments, Schedules D & DA (Group 2)

2.1 Class 1 0 0.0 0 0.0

2.2 (Class2 0 0.0 0 0.0

2.3 Class 3 0 0.0 0 0.0

2.4 Class 4 0 0.0 0 0.0

25 Class5 0 0.0 0 0.0

2.6 Class6 0 0.0 0 0.0

2.7 Totals 0 0 0 0 0 0.0 0 0.0 0 0
3. States, Territories and Pc ions etc., Guaranteed, Schedules D & DA (Group 3)

3.1 Class 1 0 0.0 0 0.0

3.2 Class 2 0 0.0 0 0.0

3.3 Class 3 0 0.0 0 0.0

3.4 Class 4 0 0.0 0 0.0

3.5 Class5 0 0.0 0 0.0

3.6 Class 6 0 0.0 0 0.0

3.7 Totals 0 0 0 0 0 0.0 0 0.0 0 0
4. Political Subdivisions of States, Territories and Pc ions, Guaranteed, Schedules D & DA (Group 4)

4.1 Class 1 174,642 0.1 174,605 0.2 174,642

4.2 Class 2 0.0 0 0.0

4.3 Class 3 0.0 0 0.0

4.4 Class 4 0.0 0 0.0

4.5 Class5 0.0 0 0.0

4.6 Class6 0.0 0 0.0

4.7 Totals 0 174,642 0 0 0.1 174,605 0.2 174,642 0
5. Special Revenue & Special A nent Obligations etc., Non-Guaranteed, Schedules D & DA (Group 5)

5.1 Class 1 8,136,617 | 17,152,435 | 7,327,425 | 3,554,179 362,045 14 .4 19,957,293 17.2 36,532,701

5.2 Class 2 0 0 0 0 0.0 0 0.0 0

5.3 Class 3 0.0 0 0.0

5.4 Class 4 0 0.0 0 0.0 0

55 Class5 0.0 0 0.0

5.6 Class6 0.0 0 0.0

5.7 Totals 8,136,617 17,152,435 7,327,425 3,554,179 362,045 4.4 19,957,293 17.2 36,532,701 0




ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE D - PART 1A - SECTION 1 (continued)

Quality and Maturity Distribution of All Bonds Owned December 31, at Book/Adjusted Carrying Values by Major Types of Issues and NAIC Designations

14>

1 2 3 4 5 6 7 8 9 10 11
Over 1 Year Through |Over 5 Years Through Over 10 Years Col.6asa Total from Col. 6 % From Col. 7 Total Publicly Total Privately Placed
Quality Rating per the NAIC Designation 1 Year or Less 5 Years 10 Years Through 20 Years Over 20 Years Total Current Year % of Line 10.7 Prior Year Prior Year Traded (a)

6. Public Utilities (Unaffiliated), Schedules D & DA (Group 6

6.1 Class 1 0 0 0.0 0 0.0 0

6.2 Class 2 311,977 311,977 0.1 0 0.0 311,977

6.3 Class 3 0 0.0 0 0.0

6.4 Class 4 0 0.0 0 0.0

6.5 Class 5 0 0.0 0 0.0

6.6 Class 6 0 0.0 0 0.0

6.7 Totals 0 311,977 0 0 0 311,977 0.1 0 0.0 311,977 0
7. Industrial & Miscellaneous (Unaffiliated), Schedules D & DA (Group 7)

7.1 Class 1 81,243,757 29,183,762 11,696,491 536,699 122,660,709 | 483 | 29,559,385 25.5 122,660,708

7.2 Class 2 3,162,800 | ... 3,663,227 | ... 3,069,881 9,895,908 3.9 4,080,671 3.5 9,895,909

7.3 Class 3 0 0.0 0 0.0

7.4 Class 4 0 0.0 0 0.0

7.5 Class 5 0 0 0 0 0 0.0 0 0.0 0

7.6 Class 6 0 0.0 0 0.0

7.7 Totals 84,406,557 32,846,989 14,766,372 536,699 0 132,556,617 52.2 33,640,056 29.0 132,556,617 0
8. Credit Tenant Loans, Schedules D & DA (Group 8)

8.1 Class 1 0 0.0 0 0.0

8.2 (Class2 0 0.0 0 0.0

8.3 Class 3 0 0.0 0 0.0

8.4 Class 4 0 0.0 0 0.0

8.5 Class 5 0 0.0 0 0.0

8.6 Class 6 0 0.0 0 0.0

8.7 Totals 0 0 0 0 0 0 0.0 0 0.0 0 0
9. Parent, Subsidiaries and Affiliates, Schedules D & DA (Group 9)

9.1 Class 1 0 0.0 0 0.0

9.2 Class 2 0 0.0 0 0.0

9.3 Class 3 0 0.0 0 0.0

9.4 Class 4 0 0.0 0 0.0

9.5 Class5 0 0.0 0 0.0

9.6 Class 6 0 0.0 0 0.0

9.7 Totals 0 0 0 0 0 0 0.0 0 0.0 0 0




ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE D - PART 1A - SECTION 1 (continued)

Quality and Maturity Distribution of All Bonds Owned December 31, at Book/Adjusted Carrying Values by Major Types of Issues and NAIC Designations

Ge

1 2 3 4 5 6 7 8 9 10 11
Over 1 Year Through |Over 5 Years Through Over 10 Years Col.6asa Total from Col. 6 % From Col. 7 Total Publicly Total Privately Placed
Quality Rating per the NAIC Designation 1 Year or Less 5 Years 10 Years Through 20 Years Over 20 Years Total Current Year % of Line 10.7 Prior Year Prior Year Traded (a)
10. Total Bonds Current Year
10.1 Class 1 150,360,915 65,742,790 22,400,845 | . 4,539,763 | 449,010 [ 243,493,323 96.0 XXX XXX 243,493,322
10.2 Class 2 3,162,800 | ... 3,975,204 | .. 3,069,881 0 10,207,885 4.0 XXX XXX 10,207,886
10.3 Class 3 0 0 0 0 0 0 0.0 XXX XXX 0
10.4 Class 4 0 0 0 0 0 0 0.0 XXX XXX 0
10.5 Class5 0 0 0 0 0 [@ 0 0.0 XXX XXX 0
10.6 Class 6 0 0 0 0 0 @ 0 0.0 XXX XXX 0
10.7 Totals 153,523,715 | 69,717,994 | 25,470,726 | . 4,539,763 | 449,010 & 253,701,208 100.0 XXX XXX 253,701,208
10.8 Line 10.7 as a % of Col. 6 60.5 27.5 10.0 1.8 0.2 100.0 XXX XXX XXX 100.0
11. Total Bonds Prior Year
11.1 Class 1 62,235,543 | ... 40,439,268 | ... 8,390,819 901,775 86,972 XXX XXX 112,054,377 96.5 112,054,377
11.2 Class 2 0 1,830,538 [ .. 2,250,133 0 0 XXX XXX 4,080,671 3.5 4,080,671
11.3 Class 3 0 0 0 0 0 XXX XXX 0 0.0 0
11.4 Class 4 0 0 0 0 0 XXX XXX 0 0.0 0
11.5 Class 5 0 0 0 0 0 XXX XXX (©) 0 0.0 0
11.6 Class 6 0 0 0 0 0 XXX XXX © 0 0.0 0
11.7 Totals 62,235,543 | ... 42,269,806 | ... 10,640,952 901,775 86,972 XXX XXX ©) 116,135,048 100.0 116,135,048
11.8 Line 11.7 as a % of Col. 8 53.6 36.4 9.2 0.8 0.1 XXX XXX 100.0 XXX 100.0
12. Total Publicly Traded Bonds
12.1 Class 1 150,360,915 65,742,790 22,400,845 | . 4,539,763 | 449,010 [ 243,493,323 96.0 112,054,377 | o 96.5 | 243,493,323 XXX
12.2 Class 2 3,162,800 | ... 3,975,205 | ... 3,069,881 0 0 10,207,886 4.0 4,080,671 3.5 10,207,886 XXX
12.3 Class 3 0 0 0 0.0 0 0.0 0 XXX
12.4 Class 4 0 0.0 0 0.0 0 XXX
12.5 Class 5 0 0 0 0 0 0.0 0 0.0 0 XXX
12.6 Class 6 0 0.0 0 0.0 0 XXX
12.7 Totals 153,523,715 | 69,717,995 | 25,470,726 | . 4,539,763 | 449,010 [ 253,701,209 100.0 116,135,048 | 100.0 [ 253,701,209 XXX
12.8 Line 12.7 as a % of Col. 6 60.5 27.5 10.0 1.8 0.2 100.0 XXX XXX XXX 100.0 XXX
12.9 Line 12.7 as a % of Line 10.7,
Col. 6, Section 10 60.5 27.5 10.0 1.8 0.2 100.0 XXX XXX XXX 100.0 XXX
13. Total Privately Placed Bonds
13.1 Class 1 0 0.0 0 0.0 XXX 0
13.2 Class 2 0 0.0 0 0.0 XXX 0
13.3 Class 3 0 0.0 0 0.0 XXX 0
13.4 Class 4 0 0.0 0 0.0 XXX 0
13.5 Class 5 0 0.0 0 0.0 XXX 0
13.6 Class 6 0 0.0 0 0.0 XXX 0
13.7 Totals 0 0 0 0 0 0 0.0 0 0.0 XXX 0
13.8 Line 13.7 as a % of Col. 6 0.0 0.0 0.0 0.0 0.0 0.0 XXX XXX XXX XXX 0.0
13.9 Line 13.7 as a % of Line 10.7,
Col. 6, Section 10 0.0 0.0 0.0 0.0 0.0 0.0 XXX XXX XXX XXX 0.0
(@) Includes $ .. freely tradable under SEC Rule 144 or qualified for resale under SEC Rule 144A.
(b) Includes $ currentyear,$ . prior year of bonds with Z designationsand $ ... ,currentyear, $.. prior year of bonds with Z* designations. The letter “Z” means the NAIC designation was not assigned by the
Securities Valuation Office (SVO) at the date of the statement. “Z*” means the SVO could not evaluate the obligation because valuation procedures for the security class is under regulatory review.
(c)Includes$ currentyear,$ . prior year of bonds with 5* designationsand $ ... ,currentyear, $.. prior year of bonds with 6* designations. “5*” means the NAIC designation was assigned by the SVO in

reliance on the insurer’s certification that the issuer is current in all principal and interest payments. “6*” means the NAIC designation was assigned by the SVO due to inadequate certification of principal and interest payments.



ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE D - PART 1A - SECTION 2

Maturity Distribution of All Bonds Owned December 31, at Book/Adjusted Carrying Values by Major Type and Subtype of Issues

1 2 3 4 5 6 7 8 9 10 11
Over 1 Year Over 5 Years Over 10 Years Col.6asa% | Total from Col6 |% From Col. 7 Total Publicly Total Privately
Distribution by Type 1 Year or Less Through 5 Years | Through 10 Years | Through 20 Years Over 20 Years Total Current Year | of Line 10.7 Prior Year Prior Year Traded Placed

1)

1. U.S. Governments, Schedules D & DA (Group
1.1 Issuer Obligations 60,803,503 | ... 18,325,866 | ... 2,510,620 81,639,989 32.2 62,363,094 53.7 81,639,989
1.2 Single Class Mortgage-Backed/Asset-Backed Securities . 177,038 1,080,727 691,667 448,885 86,965 2,485,282 . 0 . 2,485,282

1.7 Totals 60,980,541 19,406,593 3,202,287 448,885 86,965 84,125,271 84,125,271 0

(o8]

62,363,094 5

D & DA (Group 2)

2.1 Issuer Obligations

2.2 Single Class Mortgage-Backed/Asset-Backed Securities
2.3 Defined

oo o O w|—
oo oo o
oo oo w|o
oo oo ~N|Oo

0 0
0 0
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES 0 0
0 0

2.4 Other

MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-
BACKED SECURITIES
2.5 Defined

2.6 Other

2.7 Totals 0 0 0 0 0

9€

3)

3.1 Issuer Obligations

3.2 Single Class Mortgage-Backed/Asset-Backed Securities

MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES
3.3 Defined

oo oo oo o
oo oo oo o
oo oo oo o
oo oo oo o
oo oo oo o
oo oo oo o

3.4 Other

MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-
BACKED SECURITIES
3.5 Defined

3.6 Other

3.7 Totals 0 0 0 0 0 0 0

ules D & DA (Group 4)
4.1 Issuer Obligations 174,642 174,64

174,60 174,642

4.2 Single Class Mortgage-Backed/Asset-Backed Securities

MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES
4.3 Defined

oo oo oo o
oo o O oo o
oo oo oo o
oo (el ) oo o

oo oN |ooo

4.4 Other

MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-
BACKED SECURITIES

4.5 Defined 0 0

4.6 Other 0 0

174,605 174,642 0

4.7 Totals 0 0 174,642 0 0 174,642
| 5. Special Revenue & Special Assessment Obligations etc., Non-Guaranteed, Schedules D & DA (Group 5)
5.1 lIssuer Obligations 3,940,210 | 1,757,345 5,697,555

6,529,437 5,697,555

- N oo o
- o oo o

12,899,753

29,366,342

5.2 Single Class Mortgage-Backed/Asset-Backed Securities 3,971,611 | 14,151,082 ... 7,327,425 | .. 3,554,179 362,045 29,366,342
MULTI-CLASS RESIDENTIAL MORTGAGE-BACKED SECURITIES

1,468,804

5.3 Defined 224,797 1,244,008 1,468,805
5.4 Other 0

oo

528,103
0

oo

MULTI-CLASS COMMERCIAL MORTGAGE-BACKED/ASSET-
BACKED SECURITIES

5.5 Defined 0 0

5.6 Other 0 0

Slo o
~Mlo o
~No o
w|lo o

5.7 Totals 8,136,618 17,152,435 7,327,425 3,554,179 362,045 36,532,702 1 19,957,293 1 36,532,701 0




ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE D - PART 1A - SECTION 2 (continued)

Maturity Distribution of All Bonds Owned December 31, at Book/Adjusted Carrying Values by Major Type and Subtype of Issues

LE

1 2 3 4 5 6 7 8 9 10 11
Over 1 Year Through Over 5 Years Over 10 Years Col.6as a Total from Col. 6 |9 From Col. 7 Total Publicly Total Privately
Distribution by Type 1 Year or Less 5 Years Through 10 Years Through 20 Years Over 20 Years Total Current Year [ % of Line 10.7 Prior Year Prior Year Traded Placed
6. Public Utilities (Unaffiliated), Schedules D & DA (Group 6)
6.1 Issuer Obligations 311,977 311,977 0.1 0 0.0 311,977
6.2 Single Class Mortgage-Backed/Asset-Based
Securities 0 0.0 0 0.0
MULTI-CLASS RESIDENTIAL MORTGAGE-
BACKED SECURITIES
6.3 Defined 0 0.0 0 0.0
6.4 Other 0 0.0 0 0.0
MULTI-CLASS COMMERCIAL MORTGAGE-
BACKED/ASSET-BACKED SECURITIES
6.5 Defined 0 0.0 0 0.0
6.6 Other 0 0.0 0 0.0
6.7 Totals 0 311,977 0 0 0 311,977 0.1 0 0.0 311,977
7. Industrial & Miscellaneous (Unaffiliated), Schedules D & DA (Group 7)
7.1 Issuer Obligations 83,023,113 | ... 24,231,860 | ... 12,159,817 496,014 119,910,804 47.3 32,295,107 27.8 119,910,804
7.2 Single Class Mortgage-Backed/Asset-Based
Securities 0 0.0 0 0.0
MULTI-CLASS RESIDENTIAL MORTGAGE-
BACKED SECURITIES
7.3 Defined 0 0.0 0 0.0
7.4 Other 0 0.0 0 0.0
MULTI-CLASS COMMERCIAL MORTGAGE-
BACKED/ASSET-BACKED SECURITIES
7.5 Defined 1,383,444 | 8,615,129 | 2,606,555 40,685 12,645,813 5.0 1,343,156 1.2 12,645,813
7.6 Other 0 0.0 1,792 0.0
7.7 Totals 84,406,557 32,846,989 14,766,372 536,699 0 132,556,617 52.2 33,640,056 29.0 132,556,617
8. Credit Tenant Loans, Schedules D & DA (Group 8
8.1 lIssuer Obligations 0 0.0 0 0.0
8.7 Totals 0 0 0 0 0 0 0.0 0 0.0 0
9. Parents, Subsidiaries and Affiliates, Schedules D & DA (Group 9)
9.1 Issuer Obligations 0 0.0 0 0.0
9.2 Single Class Mortgage-Backed/Asset-Based
Securities 0 0.0 0 0.0
MULTI-CLASS RESIDENTIAL MORTGAGE-
BACKED SECURITIES
9.3 Defined 0 0.0 0 0.0
9.4 Other 0 0.0 0 0.0
MULTI-CLASS COMMERCIAL MORTGAGE-
BACKED/ASSET-BACKED SECURITIES
9.5 Defined 0 0.0 0 0.0
9.6 Other 0 0.0 0 0.0
9.7 Totals 0 0 0 0 0 0 0.0 0 0.0 0
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE DA - PART 2

Verification of SHORT-TERM INVESTMENTS Between Years

1 2 3 4 5
Other Short-term Investments in Parent,
Total Bonds Mortgage Loans Investment Assets(a) Subsidiaries and Affiliates
1. Book/adjusted carrying value, prior year 151,694,869 | 151,694,869 0 0 0
2. Cost of short-term investments acquired 270,820,690 | ... 270,820,690
3. Increase (decrease) by adjustment (1,186,880) |.oooooooooe (1,186,880)
4. Increase (decrease) by foreign exchange adjustment 0
5. Total profit (loss) on disposal of short-term investments (569) (569)
6. Consideration received on disposal of short-term investments 292,842,432 ( 292,842,432
7. Book/adjusted carrying value, current year 128,485,678 | 128,485,678 0 0 0
8. Total valuation allowance 0 0
9. Subtotal (Lines 7 plus 8) 128,485,678 [ 128,485,678 0 0 0
10. Total nonadmitted amounts 0
11. Statement value (Lines 9 minus 10) 128,485,678 | 128,485,678 0 0 0
12. Income collected during year 1,680,512 ] 1,680,512
13. Income earned during year 2,018,644 2,018,644

(a) Indicate the category of such assets, for example, joint ventures, transportation equipment:




ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

Schedule DB - Part A - VBY

NONE

Schedule DB - Part B - VBY

NONE

Schedule DB - Part C - VBY

NONE

Schedule DB - Part D - VBY

NONE

Schedule DB - Part E - VBY

NONE

Schedule DB - Part F - Section 1

NONE

Schedule DB - Part F - Section 2

NONE

Schedule S - Part 1 - Section 2

NONE

40, 41,42, 43, 44



ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE S - PART 2

Reinsurance Recoverable on Paid and Unpaid Losses Listed by Reinsuring Company as of December 31, Current Year

1 2 3 4 5 6 7
NAIC
Company Federal ID
Code Number Effective Date Name of Company Location Paid Losses | Unpaid Losses
90611 41-1366075. 09/01/2000...... Allianz Life Insurance Company. Minnesota 0 0
0499999 - Accident and Health Affiliates 0
0699999 - Totals - Accident and Health 0

0799999 - Totals

45
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE S - PART 3 - SECTION 2

Reinsurance Ceded Accident and Health Insurance Listed by Reinsuring Company as of December 31, Current Year

1 2 4 5 6 7 8 9 Outstanding Surplus Relief 12 13
NAIC Reserve Credit 10 11 Modified
Company| Federal ID Unearned Premiums [Taken Other than for Coinsurance Funds Withheld
Code Number Effective Date Name of Company Location Type Premiums (estimated) Unearned Premiums Current Year Prior Year Reserve Under Coinsurance
90611 | 41-1366075__ | | 09/01/2000__JAllianz Life Insurance Company Minnesota SSL/L/I 1,055,863 0 0 0 0
0199999 - Total Affiliates 1,055,863
0399999 Totals 1,055,863
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE S - PART 4

Reinsurance Ceded to Unauthorized Companies

1 2
NAIC
Company | Federal ID
Code Number

Effective
Date

Name of Reinsurer

Reserve Credit
Taken

6

Paid and Unpaid
Losses Recoverable
(Debit)

7

Other Debits

8

Total
Cols. (5+6+7)

Letters of Credit

10

Trust Agreements

11

Funds Deposited by
and Withheld from
Reinsurers

12

Other

13

Miscellaneous
Balances (Credit)

14
Sum of Cols.
9+10+11+12+13 But
Not in Excess of
Col. 8

1199999 Totals




ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

Schedule S-Part 5

Five-Year Exhibit of Reinsurance Ceded Business

(000 Omitted)

3 4 5
2004 2003 2002 2001 2000

A. OPERATIONS ITEMS

1. Premiums 1,056 1,517 1,283 1,111 1,488

2. Title XVIll-Medicare 0 0 0 0 0

3. Title XIX-Medicaid 0 0 M7 "7 1M1

4. Commissions and reinsurance expense allowance 0 0 0 0

5. Total hospital and medical expenses 0 0 0 0
B. BALANCE SHEET ITEMS

6. Premiums receivable 0 0 0 0

7. Claims payable 0 0 0 0

8. Reinsurance recoverable on paid losses 0 139 0 0 515

9. Experience rating refunds due or unpaid 0 0 0 0
10. Commissions and reinsurance expense allowances

unpaid 0 0 0 0
11, Unauthorized reinsurance offset 0 0 0 0 0
C. UNAUTHORIZED REINSURANCE (DEPOSITS BY AND
FUNDS WITHHELD FROM)

12. Funds deposited by and withheld from (F) 0 0 0 0 0
13. Letters of credit (L) 0 0 0 0 0
14. Trust agreements (T) 0 0 0 0 0
15.  Other (O) 0 0 0 0 0
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE S-PART 6

Restatement of Balance Sheet to Identify Net Credit For Ceded Reinsurance

1

As Reported
(net of ceded)

2

Restatement
Adjustments

3

Restated
(gross of ceded)

ASSETS (Page 2, Col. 3)

1. Cash and invested assets (Line 10) 277,475,223 277,475,223
2. Accident and health premiums due and unpaid (Line 12) 5,125,469 5,125,469
3. Amounts recoverable from reinsurers (Line 13.1) 0 0
4. Net credit for ceded reinsurance XXX 0
5. All other admitted assets (Balance) 6,214,851 6,214,851
6. Total assets (Line 26) 288,815,543 288,815,543
LIABILITIES, CAPITAL AND SURPLUS (Page 3)

7. Claims unpaid (Line 1). 72,383,587 72,383,587
8. Accrued medical incentive pool and bonus payments (Line 2) 35,588,611 35,588,611
9. Premiums received in advance (Line 8) 16,525,719 16,525,719

10. Reinsurance in unauthorized companies (Line 18) 0 0

11.  All other liabilities (Balance) 9,293,338 9,293,338

12. Total liabilities (Line 22) 133,791,255 133,791,255

13. Total capital and surplus (Line 30) 155,024,288 XXX 155,024,288

14. Total liabilities, capital and surplus (Line 31) 288,815,543 288,815,543

NET CREDIT FOR CEDED REINSURANCE

15. Claims unpaid 0

16. Accrued medical incentive pool 0

17.  Premiums received in advance 0

18. Reinsurance recoverable on paid losses 0

19. Other ceded reinsurance recoverables 0

20. Total ceded reinsurance recoverables 0

21. Premiums receivable 0

22.  Unauthorized reinsurance 0

23. Other ceded reinsurance payables/offsets 0

24. Total ceded reinsurance payable/offsets 0

25. Total net credit for ceded reinsurance 0

49
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ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SCHEDULE Y (continued)

PART 2 - SUMMARY OF INSURER’S TRANSACTIONS WITH ANY AFFILIATES

1 2 1 12 13
Income/
Purchases, Sales or| (Disbursements)
Exchanges of Incurred in Reinsurance
Loans, Securities, | Connection with Income/ Any Other Material Recoverable/
Real Guarantees or (Disbursements) Activity Not in the (Payable) on Losses|
NAIC Estate, Mortgage [Undertakings for the Management Incurred Under Ordinary Course of and/or Reserve
Company Federal ID Shareholder Capital Loans or Other Benefit of any Agreements and Reinsurance the Insurer’s Credit
Code Number Names of Insurers and Parent, Subsidiaries or Affiliates Dividends Contributions Investments Affiliate(s) Service Contracts Agreements * Business Totals Taken/(Liability)
38-3085182 __ |Priority Health Managed Benefits (67,265,354) (67,265,354)
38-3382353....... Spectrum Health Corporation 0 0
11520 32-0016523.____. Priority Health Government Programs (3,000,000) (3,000,000)
12208 20-1529553 Priority Health Insurance Company (7,800,000) (7,800,000)
9999999 Control Totals (10,800,000) 0 0 (67,265,354) 0] XXX 0 (78,065,354) 0




ANNUAL STATEMENT FOR THE YEAR 2004 OF THE Priority Health

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The following supplemental reports are required to be filed as part of your annual statement filing. However, in the event that your company does not transact the type of business
for which the special report must be filed, your response of NO to the specific interrogatory will be accepted in lieu of filing a "NONE" report and a bar code will be printed below. If

the supplement is required of your company but is not filed for whatever reason enter SEE EXPLANATION and provide an explanation following the interrogatory questions.

MARCH FILING

Will the Medicare Supplement Insurance Experience Exhibit be filed with the state of domicile and the NAIC by March1?_

2. Will the Supplemental Compensation Exhibit be filed with the state of domicile by March 1?
3. Will an actuarial certification be filed by March 1?
4. Will the Risk-based Capital Report be filed with the NAIC by March 1?
5. Will the Risk-based Capital Report be filed with the state of domicile, if required by March 1?
6.  Will the Life Supplement be filed the state of domicile and the NAIC by March 1?
7. Will the Property/Casualty Supplement be filed the state of domicile and the NAIC by March 1?
APRIL FILING
8.  Will Management's Discussion and Analysis be filed by April 17
9.  Will the Long-Term Care Experience Reporting Forms be filed with the state of domicile by April 1?2
10.  Will the Investment Risks Interrogatories be filed by April 1?
JUNE FILING
11.  Will an audited financial report be filed by June 1 with the state of domicile?
EXPLANATIONS:
1. n/a
6. n/a
7. nla
9. nla
BAR CODE:
1. 9 5 5 6 1 2 0 0 4 3 6 0 5 8 0 0 O
6. 9 5 5 6 1 2 0 0 4 2 0 5 0 0 0 0 O
7. 9 5 5 6 1 2 0 0 4 2 0 7 0 0 0 0 O
9. 9 5 5 6 1 2 0 0 4 3 3 0 5 8 0 0 O
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YES
YES
YES
YES
YES
YES
YES

YES

YES

YES

YES

>< >< >< <

NO
NO
NO
NO
NO
NO
NO

NO

NO

NO

NO

>< <
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OVERFLOW PAGE FOR WRITE-INS

54



	M001 - Jurat
	M018 - Exhibit 2 - A&H Premiums Due and Unpaid
	M019 - Exhibit 3 - Health Care Receivables
	M020 - Exhibit 4 - Claims Unpaid
	M021 - Exhibit 5 - Amounts Due From Parent,Subs
	M022 - Exhibit 6 - Amounts Due To Parent, Subs
	M023 - Exhibit 7 - Part 1
	M023 - Exhibit 7 - Part 2

	M024 - Exhibit 8
	M030 - Prem., Enrollment
	M030 - Prem., Enrollment - MI
	M030 - Prem., Enrollment GT

	M031 - Schedule A - Verification
	M031 - Schedule B - Verification
	M031 - Schedule BA - Verification

	M033 - Schedule D - Part 1A - Section 1
	M036 - Schedule D - Part 1A - Section 2
	M039 - Schedule DA - Part 2
	M040 - Schedule DB - Part A - VBY
	M040 - Schedule DB - Part B - VBY
	M041 - Schedule DB - Part C - VBY
	M041 - Schedule DB - Part D - VBY
	M041 - Schedule DB - Part E - VBY
	M042 - Schedule DB - Part F - Section 1
	M043 - Schedule DB - Part F - Section 2
	M044 - Schedule S - Part 1 - Section 2
	M045 - Schedule S - Part 2
	M046 - Schedule S - Part 3 - Section 2
	M047 - Schedule S - Part 4
	M048 - Schedule S - Part 5
	M049 - Schedule S - Part 6
	M052 - Schedule Y - Part 2
	M053 - Supplemental Interrogatories
	M054 - Overflow Page for Write-ins
	M054 - Jurat


